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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Hialeah, Florida (the “City”) was incorporated in 1925. The City operates under a strong
mayor form of government with the legislative function being vested in a seven-member council. The
City provides the following services as authorized by its charter: public safety (police and fire), streets,
water and wastewater, sanitation, social services, culture-recreation, public improvements, planning
and zoning and general administrative services. The basic financial statements of the City have been
prepared in conformity with accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is
the accepted standard-setting body for establishing governmental and financial reporting principles.
The more significant of the City’s accounting policies are described below.

A. The Financial Reporting Entity

As required by generally accepted accounting principles, these basic financial statements present the
reporting entity of the City. Component units are legally separate entities for which the government is
considered to be financially accountable and for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the City’s combined financial
statements to be misleading or incomplete. The primary government is considered financially
accountable if it appoints a voting majority of an organization’s governing body and 1) it is able to
impose its will on the organization or 2) there is a potential for the organization to provide specific
financial benefit to or impose specific financial burden on the Board. Additionally, the primary
government is required to consider other organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reporting entity
financial statements to be misleading or incomplete.

Based on the application of the criteria set forth by the Governmental Accounting Standards Board,
management has determined that the City of Hialeah Educational Academy, Inc. (the “HEA”) met the
definition for inclusion as a blended component unit. There were no discretely presented component
units.

Blended Component Unit - HEA is a charter school operating as a charter-school-municipality through
a school charter agreement between the School Board of Miami Dade County, Florida and the City.
HEA is governed by oversight committee which was established by City Ordinance 08-48, which is
composed of the City’s Mayor and council members. The members of the oversight committee also
serve as the HEA Board of Directors. HEA is included as a blended component unit because the City,
through the Board of Directors, approves the budget and oversees the HEA operations. Further, there
is a direct financial benefit to the City. HEA has a fiscal year ending on June 30, 2018. The June 30,
2018 financial statements are reported as a special revenue fund and issues separate financial
statements.

Related Organization - The City Council is also responsible for appointing the members of the Board
of the Hialeah Housing Authority, but the City’s accountability for this organization does not extend
beyond making the appointments. In fiscal year 2018, the City provided an operating grant of
approximately $167,000 to this organization.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
changes in net position) report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges
for support.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function or segment. Program revenues include 1) charges to customers who purchase, use
or directly benefit from goods, services or privileges provided by a given function or segment and 2)
grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program revenues
are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the government considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, insurance claims, pensions and other post-employment benefits are recorded
only when payment is due or when the City has made a decision to fund these obligations with current
available resources.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. All other revenue items are considered to be measurable and available only when cash is
received by the government.

The City reports the following major governmental funds:

General Fund
This fund is the City’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

The City reports the following major proprietary funds:

Water and Sewers Utility System Fund

This fund accounts for the activities of the water and sewers department. The Department operates
the sewage treatment plan, sewage pumping stations and collection systems, and the water
distribution system.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

Solid Waste Utility System Fund
This fund accounts for providing solid waste services to customers of the City.

Stormwater Utility System Fund
This fund accounts for providing stormwater services to customers of the City.

The financial statements of the City have been prepared in accordance with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the standard setting body for governmental accounting and financial
reporting. The financial statements of the City follow the guidance of GASB Statement No. 62,
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements for both the government wide and proprietary fund financial
statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. Operating expenses for enterprise
funds include the cost of services, administrative expenses and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.

When both restricted and unrestricted resources are available for use, it is the City policy to use
restricted resources first, and then unrestricted resources as needed.

Implementation of Governmental Accounting Standards Board Statement

During the fiscal year ended September 30, 2018, the City implemented the following GASB Statement
that had an impact on the financial statements:

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits other than
Pensions.

As a result of the implementation of this standard it was determined that the opening net position of the
governmental and business-type activities be restated as of October 1, 2017 (see Note 19).
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity

1. Deposits and Investments - The City’s cash and cash equivalents, for the purpose of the statement
of cash flows, are considered to be cash on hand, demand deposits, certificates of deposit and
short term investments with original maturities of three months or less from the date of acquisition.

State statutes authorize the City to invest in obligations of the U.S. Government, certificates of
deposit, commercial paper, corporate bonds, repurchase agreements and the State Treasurer’s
Investment Pool.

The City’s Retirement Plans are authorized by its governing board to invest in obligations of the
U.S. Government, common stocks, corporate bonds and other investment types allowed by Florida
Statutes.

Investments are reported at fair value. Short-term investments are reported at cost, which
approximates fair value. Securities traded on a national or international exchange are valued at the
last reported sales price. Net appreciation/depreciation in fair value includes realized and
unrealized gains and losses. Realized gains and losses are determined on the basis of specific
cost. Dividends and interest are recognized as earned. Purchases and sales of investments are
recorded on a trade-date basis.

Investments in the City’'s Retirement Plans are governed by each of the Plans’ investment policies.

2. Interfund Activity - Transfers between governmental and business-type activities on the
government-wide statements are reported in the same manner as general revenues.

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds and after nonoperating
revenues/expenses in proprietary funds. Repayments from funds responsible for particular
expenditures/expenses to the funds that initially paid for them are not presented on the financial
statements.

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred as either “due to/from other funds”. Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances”.

3. Inventories and Prepaid Items - Inventories of the general fund are valued at cost determined on
the first-in/first-out (FIFO) method, and consist of gasoline and expendable supplies available for
consumption. Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased. Inventories of the water and sewers fund are valued at cost and
consist of pipe, valves, fittings and meters.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
— in both, the government-wide and fund financial statements — as prepaid items by recording an
asset for the prepaid amount and recognizing the expenditure in the year such item is consumed
(consumption method). Amounts reported in the governmental funds are offset by an equal amount
of nonspendable fund balance in the fund financial statements.

4. Capital Assets - Capital assets, which include property, plant and equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, bike paths and similar items) are reported in the applicable
government or business-type activities columns in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial, individual cost of more than
$2,500 and an estimated useful life in excess of two years. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded
at acquisition value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of capital
assets of business-type activities is included as part of the capitalized value of the assets
constructed.

Capital assets of the City are depreciated using the straight-line method over the following
estimated useful lives:

Governmental Business-type
Activities Activities
Buildings 10-50 40-50
Improvements other than buildings 10-25 10-25
Furniture, fixtures, machinery and equipment 5-20 5-15
Public domain and system infrastructure 15-50 15-50

5. Deferred Outflows/Inflows of Resources - In addition to assets, the statement of net position will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City has pension, advance contributions, other post-
employment benefits and deferred amounts on refunding that qualify for reporting in this category
in the amount of $65,956,886, $10,000,000, $20,140,398 and $234,769, respectively.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not
be recognized as inflows of resources (revenue) until that time. The City has pension, other post-
employment benefits, and business tax receipts that qualify for reporting in this category in the
amount of $7,529,805, 28,145,142 and $4,413,184.

Unavailable revenues consists of local business taxes and fire prevention fees collected in
advance, as well as CITT Surtax funds received after the period of availability.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and
Net Position or Equity (Continued)

Net position is the residual of all other elements presented in a statement of financial position. It is
the difference between (a) assets plus deferred outflow of resources and (b) liabilities plus deferred
inflows of resources.

6. Unearned Revenues - Unearned revenues at the government-wide level, governmental funds and
proprietary funds are reported when the City receives resources that do not meet the criteria for
revenue recognition.

7. Compensated Absences - City employees are granted vacation and sick leave in varying amounts
based on length of service and the department which the employee services. The City’s vacation
and sick leave policy is to permit employees to accumulate earned but unused sick pay benefits.
Such leave is accrued and reported as a fund liability when it is probable that the City will
compensate the employee with expendable available financial resources. Vacation and sick leave
is accrued when incurred in proprietary funds and reported as a fund liability. All vacation pay is
accrued when incurred in the government-wide and proprietary fund financial statements. A liability
for these amounts is reported in governmental funds only if they have matured, for example, as a
result of employee resignations and retirements.

8. Long-Term Obligations - In the government-wide financial statements and proprietary fund types
in the fund financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities or proprietary fund type
statement of net position. Bond premiums and discounts are deferred and amortized over the life
of the bonds using the effective interest method. Bonds payable are reported net of the applicable
bond premium or discount. Issuance costs are reported as expenses in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

9. Net Position - Total equity as of September 30, 2018, is classified into three components of net
position:

e Netinvestment in capital assets
This category consists of capital assets (including restricted capital assets), net of accumulated
depreciation and reduced by any outstanding balances of bonds, mortgages, notes or other
borrowings that are attributable to the acquisition, construction, and improvements of those
assets.

e Restricted net position
This category consists of net position restricted in their use by (1) external groups such as
grantors, creditors or laws and regulations of other governments; or (2) law, through
constitutional provisions or enabling legislation.

e Unrestricted net position
This category includes all of the remaining net position that does not meet the definition of the
other two categories.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

10.

11.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

Net Position Flow Assumption - Sometimes the City will fund outlays for a particular purpose from

both restricted and unrestricted resources. In order to calculate the amounts to report as restricted-
net position and unrestricted-net position in the government-wide financial statements, a flow
assumption must be made about the order in which resources are considered to be applied. The
City considers restricted net position to have been depleted before unrestricted net position is
applied.

Fund Balance - As of September 30, 2018, fund balances of the governmental funds are classified
as follows:

Non-spendable
Amounts that cannot be spent either because they are in non-spendable form or because they
are legally or contractually required to be maintained intact.

Restricted

Amounts that can be spent only for specific purposes because of constitutional provisions or
enabling legislation or because of constraints that are externally imposed by creditors, grantors,
contributors, or the laws or regulations of other governments.

Committed

Amounts that can be used only for specific purposes determined by a formal action of the City
Council. Commitments may be established, modified, or rescinded only through ordinances or
resolutions approved by the City Council. Ordinances and resolutions are equally binding and
are the highest level of decision making authority.

Assigned

Assigned fund balances are amounts that are constrained by the City's intent to be used for
specific purposes, but are neither restricted nor committed. Intent is established by the City
Council who has the authority to assign, modify or rescind amounts to be used for specific
purposes. This is delineated in the policy approved by the Council. This balance includes (a)
all remaining amounts that are reported in governmental funds (other than the General Fund)
that are not classified as nonspendable, restricted, or committed, and (b) amounts in the
General Fund that are intended to be used for a specific purpose. Specific amounts that are
not restricted or committed in a special revenue or capital projects fund are assigned for the
purposes in accordance with the nature of their fund type, Assignment within the General Fund
conveys that the intended use of those amounts is for a specific purpose that is narrower than
the general purposes of the City itself.

Unassigned
This fund balance is the residual classification for the General Fund. It is also used to report

negative fund balances in other governmental funds.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

11. Fund Balance (Continued)

Other Total
Gowvernmental  Governmental
General Funds Funds
Fund Balances:
Nonspendable:
Prepaids $ 718,000 $ 1,654,611 $ 2,372,611
Notes receivable 2,857,666 - 2,857,666
Inventories 2,322,116 - 2,322,116
Restricted:
General government 3,517,760 - 3,517,760
Public safety - 1,213,326 1,213,326
Human senvices - 29,842,446 29,842,446
Committed:
Fleet maintenance 1,364,691 - 1,364,691
General government 323,952 50,954 374,906
Human senvices 18,513 1,359,723 1,378,236
Hurricane debris - 76,009 76,009
Parks and recreation 32,874 134,649 167,523
Public safety 30,721 198,642 229,363
Road improvements - 2,055,114 2,055,114
Assigned: 5,600,000 - 5,600,000
Unassigned: 29,821,802 (10,112,582) 19,709,220
Total Fund Balances $ 46,608,095 $ 26,472,892 $ 73,080,987
Fund Balances:
Nonspendable $ 5897,782 $ 1654611 $ 7,552,393
Restricted 3,517,760 31,055,772 34,573,532
Committed 1,770,751 3,875,091 5,645,842
Assigned 5,600,000 - 5,600,000
Unassigned 29,821,802 (10,112,582) 19,709,220
Total Fund Balances $ 46,608,095 $ 26,472,892 $ 73,080,987

12. Capital Contributions - Capital contributions in proprietary fund financial statements arise from
grants or outside contributions of resources restricted to capital acquisition and construction.

13. Utility Billings - Utility customers are billed monthly on a cycle basis. Unbilled revenue is recognized
in the accompanying financial statements based upon estimates of revenues for services rendered
between billing cycle dates and fiscal year end.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

14,

15.

16.

17.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

Rebatable Arbitrage - The City has elected the option of treating rebatable arbitrage as a reduction
of investment income. However, for the fiscal year ended September 30, 2018, there was no
rebatable arbitrage required to be recorded.

Employee Benefit Plans - The City provides two separate defined benefit pension plans for its
employees and elected officials at September 30, 2018. For purposes of measuring the net pension
liability, deferred outflows of resources and deferred inflows of resources related to pensions and
pension expense, information about the Employees’ Retirement System and the Elected Officials’
Retirement System are presented in the government-wide statement of net position. The net
pension liability is a function of the annual required contributions, interest, adjustments to the
annual required contribution, annual pension costs and actual employer’s contributions made to
the Plans. Please refer to Note 15 for further information.

Post-Employment Benefits Other Than Pensions (OPEB) - Pursuant to Section 112.0801, Florida
Statutes, the City is mandated to permit participation in the health insurance program by retirees
and their eligible dependents at a cost to the retiree that is no greater than the cost at which
coverage is available for active employees. Retirees are required to pay 100% of the premium rates
where premiums are determined based upon a blended rates used for active employees and
retirees. These premium rates were adjusted to reflect differing utilization rates by age and gender
and the impact of the Medicare program on claim costs. The blended rates provide an implicit
subsidy for retirees because, on an actuarial basis, their current and future claims are expected to
result in higher costs to the plan on average than those of active employees.

The City currently provides these benefits in accordance with the vesting and retirement
requirement of the City of Hialeah Employees’ Retirement System and Elected Officials Retirement
Plan covering substantially all elected officials, regular full time general, police, and fire department
employees of the City.

The plan is not accounted for as a trust fund and an irrevocable trust has not been established to
fund this plan. The City is financing the post employee benefits on a pay-as-you go basis. The
OPEB plan does not issue separate financial statements. There were no assets accumulated in a
trust that meets the criteria in paragraph four of GASB Statement No. 75.

Risk Management - The City is self-insured for automobile liability, general liability, and property
damage claims pursuant to Florida Statute Section 768.28 (Waiver of Statute of Limitations;
Exclusions: Indemnifications; Risk Management Programs). Per Florida Statute section 768.28, the
City is self-insured up to $100,000 per person/$200,000 per occurrence for claims occurring
between October 1, 1981 and October 1, 2011. After October 1, 2011 the statutory limit will increase
to $200,000 per person/$300,000 per occurrence. These limits do not apply, though, to action
brought in federal courts or to claim relief bills approved by the Florida legislature. The City is also
self-insured for worker’'s compensation claims. The City is self-insured for health claims and uses
a commercial carrier as the administrator. The discounted accrued liability for estimated insurance
claims represents an estimate of the ultimate cost of settling claims arising prior to year-end
including claims incurred by not yet reported.
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CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

18.

19.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

Use of Estimates - The financial statements and related disclosures are prepared in conformity with
accounting principles generally accepted in the United States of America. Management is required
to make estimates and assumptions that affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements and revenue
and expenditures/expenses during the period reported. These estimates include assessing the
collectability of accounts receivable, the use and recoverability of inventory, pension and
postretirement obligations and useful lives and impairment of tangible assets, the determination of
the actuarially accrued liability for unpaid claims, which is prepared based upon certain
assumptions pertaining to interest rates, inflation rates, etc., among others. Estimates and
assumptions are reviewed periodically and the effects of revisions are reflected in the financial
statement in the period they are determined to be necessary. Although these estimates are based
on management’s knowledge of current events and actions it may undertake in the future, they
may ultimately differ from actual results.

Fund Deficits - The following fund had a deficit in the amount indicated as of September 30, 2018:

Fund Deficit
Proprietary Fund:
Solid Waste Utility System $ 60,432,771

The Solid Waste Utility System fund had a prior year ending fund deficit of $49.7 million. This
amount was restated by $21.7 million due to the implementation of GASB Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits other than Pensions for a total
beginning as restated deficit of $71.4 million.

As the City continues the transition from municipal services to private services, which began in
November 2015, amounts applicable to the Solid Waste Utility System for employee related
liabilities continue to decline which is consistent with the decline in employee count. For the fiscal
year 2017-2018 the change in net position for the Solid Waste Utility System was $10.9 million.
This change is inclusive of credits in expenses for reductions in workers compensation of
approximately $1.9 million, other post-employment benefits of approximately $610 thousand, and
pension expense (GASB 68) of approximately $6.1 million. The City’s business-type activity funds
continue to have significant fluctuations in operating income/losses due to adjustments to operating
expenses, based on changes in actuarially determined long term liabilities.

The City entered into a disposal contract with a private provider in the last quarter of FY 15-16 at a
rate of $54.27/ton (adjusted annually by CPI). Securing an 8-year disposal agreement with a private
provider will save the City approximately $7.6M in disposal cost alone over the term of the contract
depending on tonnage amounts disposed.

The City has also privatized recycling collection services, and is completing the transition to the
private sector of this program. Given the current monthly retail rate for solid waste services of
$29.99/House-Hold/month it is projected that program revenues when properly adjusted should
cover operating expenses. The City anticipates annual CPI adjustments to the residential monthly
fees in FY 2019. Financial estimates, as adjusted by CPI, show the fund achieving net operating
surpluses of $1.7 million during the period of FY 17-18 to FY 21-22, after accounting for debt
service payments to the Water and Sewers Utility System Fund starting in FY 20-21 as approved
by the City Council in December 13, 2016.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity (Continued)

20. Excess of Expenditures over Appropriations - For fiscal year ended September 30, 2018,
expenditures exceeded appropriations in the following departments of the General Fund:

Final Amount in Excess
Budget Actual of Final Budget

Fire $ 42,124,200 $ 43,062,086 $ 937,886
Risk management 348,300 414,915 66,615
Human resources 871,700 948,150 76,450
Office of Management and Budget 418,000 419,851 1,851
Communications and special events 768,310 857,639 89,329
Finance 1,638,400 1,674,790 36,390
Business tax division 1,016,800 1,066,090 49,290
Streets - 95 95

These excess of expenditures in those departments were funded with surpluses in other
departments and excess revenues received in the current year.

21. Excess of Expenditures over Appropriations - For fiscal year ended September 30, 2018,
expenditures exceeded appropriations in the following non-major governmental funds:

Final Amount in Excess
Budget Actual of Final Budget

Emergency Solutions Grant Fund $ 199,376 $ 209,565 $ 10,189
Children's Trust Fund 905,998 970,997 64,999
Emergency Disaster Fund - 5,982,029 5,982,029
Urban Area Security Grants Fund 486,400 599,462 113,062
Police Grant Fund 157,957 225,469 67,512
E-911 Wireless Fund 480,600 532,473 51,873
Affordable Housing Fund 2,610,700 2,614,652 3,952
The Children's Trust Step Ahead Fund 298,799 306,010 7,211
Law Enforcement Trust Federal Fund 35,150 36,124 974
CITT Surtax - Hialeah Circulator Fund 2,218,000 2,288,961 70,961
ECS & Library Grant Fund 112,522 115,089 2,567
Garden of the Arts Fund - 6,586 6,586
HEA Charter School Expansion Fund 2,300,000 2,449,943 149,943
NW 102 Awe. Street Roadway Improvement (JPA) Fund - 1,681,374 1,681,374

These excess expenditures were funded with excess revenues received in the current fiscal year
or available fund balance.
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NOTE 2 - PROPERTY TAXES

Property taxes (ad valorem taxes) are assessed on January 1 and are billed and payable November 1,
with discounts of one to four percent if paid prior to March 1 of the following calendar year. All unpaid
taxes on real and personal property become delinquent on April 1 and accrue interest charges from
April 1 until a tax sale certificate is sold at auction. Assessed values are established by the Miami-Dade
County Property Appraiser at approximately fair market value. The County bills and collects all property
taxes for the City.

Under Florida law, the assessment of all properties and the collection of all county, municipal, school
district and special district property taxes are consolidated in the offices of the County Property
Appraiser and County Tax Collector.

The City is permitted by Article 7, Section 8 of the Florida Constitution to levy taxes up to $10 (10 mills)
per $1,000 of assessed valuation for general governmental services (other than the payment of
principal and interest on general obligation long-term debt). In addition, unlimited amounts may be
levied for the payment of principal and interest on general obligation long-term debt, subject to a
limitation on the amount of debt outstanding. The millage rate to finance general governmental services
for the year ended September 30, 2018 was 6.3018 mills per $1,000 of assessed valuation.

NOTE 3 - DEPOSITS AND INVESTMENTS
Deposits

In addition to insurance provided by the Federal Deposit Insurance Corporation, all deposits are held
in banking institutions approved by the State Treasurer of the State of Florida to hold public funds.
Under Florida Statutes Chapter 280, Florida Security for Public Deposits Act, the State Treasurer
requires all Florida qualified public depositories to deposit with the Treasurer or another banking
institution eligible collateral. In the event of a failure of a qualified public depository, the remaining public
depositories would be responsible for covering any resulting losses. Accordingly, all amounts reported
as deposits are deemed as insured or collateralized with securities held by the entity or its agent in the
entity’s name.

Investments

As required by Florida Statutes, the City has adopted a written investment policy, which may, from time
to time, be amended by the City. City administration is authorized to invest in those instruments
authorized by the Florida statutes and the City’s By Laws. Investments consist of the Florida Municipal
Investment Trust administered by the Florida League of Cities, Inc., and investments held by the City’s
retirement funds. The investments held in the Retirement Plans may be invested in obligations of the
U.S. Government or its agencies, first mortgages or first mortgage bonds, corporate bonds, and
common and preferred stock. Investments are carried at fair value as determined by quoted market
prices.
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)
Investments - Pension Plans

The Board of Trustees has developed certain investment policies and has retained investment
managers. The investment managers are expected to maximize the return on the investment portfolio
and may make transactions consistent with that expectation within the Board’s policies. The investment
managers are compensated based on a percentage of their portfolio’s market value.

The Plans’ investment policies are determined by the Board who is responsible for directing the
investment of the assets of the Plans to ensure that there will be adequate monies for future benefits.
The policies have been identified by the Board to conduct the operations of the Plans in a manner so
that the assets will provide the pension and other benefits provided under applicable laws, including
City ordinances, preserving principal while maximizing the rate of return.

Employee Retirement System (PERS) - Investment in all equity securities shall be limited to those listed
on a major U.S stock exchange or traded over-the-counter. The equity position in any one company
shall not exceed 5% of the total cost of equity investments. Investments in stocks of foreign companies
shall be limited to 10% of the manager’s portfolio. Fixed income securities must be rated “BBB” or
higher by a major rating agency. The average quality rating of the fixed income portfolio shall be “A” or
better by a major rating agency.

Elected Officials’ Retirement System (EORS) - Investment in all equity securities shall be limited to
those listed on a major U.S stock exchange or traded over-the-counter. The equity position in any one
company shall not exceed 5% of the total cost of equity investments. Fixed income securities must be
rated “BBB” or higher by a major rating agency. The average quality rating of the fixed income portfolio
shall be “A” or better by a major rating agency.

Types of Investments - Florida statutes and Plan investment policy authorize the Board to invest funds
in various investments. The current target allocation of these investments at fair value is as follows:

Target Allocation
Employees’ Elected Officials’

Retirement Retirement
Asset Class System System
Domestic Equity 50% 45%
International Equity 5% 10%
Domestic Bonds 40% 30%
Alternatives - Other 5% 15%
100% 100%

Rate of Return - For the year ended September 30, 2018 the annual money-weighted rate of return on
pension plan investments, net of pension plan investment expense, was 9.17% and 7.09% for the
PERS and EORS, respectively. The money-weighted rate of return expresses investment performance,
net of investment expense, adjusted for the changing amounts actually invested. Inputs to the internal
rate of return calculations are determined on a monthly basis.
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)
Investments - Pension Plans (Continued)

As of September 30, 2018, the Plans had the following investments:

City of Hialeah Employees’ Retirement System Investment Maturities (In Years)
Investment Type Fair Value Less than 1 1to5 6010 More than 10
U.S. Treasuries Bonds and Notes $ 59,077,400 $ 28,030,400 $ 23,980,095 $ 7,066,905 $
Corporate Bonds and Notes 95,086,147 1,375,449 45,225,063 48,485,635
Municipal Bonds 983,750 496,660 487,090 - -
Mortgage Backed Securities 74,210,954 1,106 722,068 1,754,948 71,832,832
Asset Backed Securities 11,263,542 - 11,263,542 - -
Sub-total 240,621,793 $ 29,903,615 $ 81,677,858 $ 57,307,488 $ 71,832,832
Real estate investment trusts 14,191,283
Limited Partnership 17,424,970
Mutual Funds 15,166,362
Common stocks 396,867,186
Total Fair Value $ 684,271,594
Elected Officials Retirement Plan Investment Maturities (In Years)
Investment Type Fair Value Less than 1 lto5 6to 10 More than 10
Vanguard-bond mutual funds $ 5522802 $ - $ 5522802 $ - $
Sub-total 5522,802 $ - $ 5522802 $ - $
Vanguard-equity funds 6,251,471
Real Estate Investment Trusts 585,234
Total Fair Value $ 12,359,507

Interest Rate Risk - Interest rate risk exits when there is possibility that changes in interest rates could
adversely affect an investment’s fair value. In accordance with its investment policy, the Plan places no
limit on the amount that may be invested in securities of the U.S. Government or its agencies. Interest
rate risk disclosures are required for all debt investments as well as investments in mutual funds,
external investment pools, and other pooled investments that do not meet the definition of a 2a7-like
pool.

Credit Risk - Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation
to the holder of the investment. The Plan’s investment policy limits investments to the highest ratings
by nationally recognized statistical rating organizations (NRSPO) — (Standard and Poor’s, Moody’s
Investors Services and Fitch Ratings). Fixed income investments must be direct issues of the United
States Treasury, United States Government Agencies, or Instrumentalities including Mortgage Backed
Securities and their derivative products. Mortgage and Asset backed securities not issued by an agency
of the Federal Government must be rated “A” or better by a NRSPO. Other than securities of the U.S.
Government or its agencies the fixed income portfolio shall not exceed 5% of any one issuer. Any idle
cash not invested by the investment manager shall be invested daily through an automatic, interest
bearing, sweep vehicle managed by the custodian.
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Investments - Pension Plans (Continued)

As of September 30, 2018, the Plans’ fixed income investments with credit ratings consisted of the

following:
Fair Credit
Investment Type Value Rating
U.S. Treasury bonds and notes $ 59,077,400 N/A
Asset backed securities 3,024,302 Aaa
Asset backed securities 1,591,004 Aa2
Asset backed securities 6,648,235 NR
Mortgage backed securities 6,741,295 Aaa
Mortgage backed securities 1,419,824 Aa3
Mortgage backed securities 66,049,836 NR
Municipals 487,090 Al
Municipals 496,660 Aa2
Corporate bonds and notes 11,371,095 Al
Corporate bonds and notes 17,695,073 A2
Corporate bonds and notes 17,996,286 A3
Corporate bonds and notes 1,776,773 Aa3
Corporate bonds and notes 1,711,745 Aaa
Corporate bonds and notes 2,453,166 Bal
Corporate bonds and notes 11,934,777 Baal
Corporate bonds and notes 13,454,521 Baa2
Corporate bonds and notes 15,872,656 Baa3
Corporate bonds and notes 820,055 NR
Total $240,621,793

Concentration Credit Risk - Disclosure of investments in any one issuer that represents 5% or more of
the total of the City’s investments is required. Conversely, investments issued or explicitly guaranteed
by the U.S. government and investments in mutual funds or pools are excluded from the concentration
of credit risk disclosure requirement. As of September 30, 2018, no investments in any one issuer
represented 5% or more of the total of the City’s investments.

Custodial Credit Risk - Custodial credit risk is the risk that, in the event of the failure of the counterparty,
the City will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. Consistent with the City of Hialeah Employees’ Retirement System’s
(the “Plan”) investment policy, the investments are held by the Plan’s custodial bank and registered in
the Plan’s name.
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)

Investments - Pension Plans (Continued)

Foreign Currency Risk - Foreign currency risk is the risk that changes in exchange rates will adversely

affect the fair value of the investment or a deposit. The investment policy of the Plan limits the foreign
investments to no more than 5% of the Plan's investment balance. The City of Hialeah Employees’
Retirement System has exposure to foreign currency fluctuations as follows:

Currency International Equities
Canadian Dollar $ 1,113,756
Danish Krone 617,331
Euro Currency 12,131,325
Hong Kong Dollar 2,695,461
Japanese Yen 6,125,716
Norwegian Krone 382,359
Pound Sterling 5,103,222
Singapore Dollar 462,163
Swedish Krona 108,293
Swiss Franc 1,664,411

$ 30,404,037

NOTE 4 - SECURITIES LENDING TRANSACTIONS

State statutes do not prohibit the Plan from participating in securities lending transactions. The City of
Hialeah Employees’ Retirement System (the “Plan”), pursuant to a Securities Lending Authorization
Agreement, has authorized State Street Bank and Trust Company (“State Street”) to act as the Plan’s
agent in lending the Plan’s securities to approved borrowers. State Street, as agent enters into
Securities Loan Agreements with borrowers. Cash collateral received in respect to the Plan’s securities
lent to approved borrowers was invested at the direction of the Plan, in the Quality D Duration and
Quality Investment Fund D (the “Fund”) which are comprised of liquidity pools and duration pools.
Please note the following:

a.

Method for Determining Fair Value. The fair value of investments held by the Fund is based
upon valuations provided by a recognized pricing service.

Policy for Utilizing Amortized Cost Method. As the Fund is not a mutual fund and does not
otherwise meet the requirements of the Investment Company Act of 1940 pursuant to which
amortized cost accounting may be permissible, State Street has valued the Fund’s investments
at fair value for reporting purposes.

Regulatory Oversight. The Fund is not registered with the Securities and Exchange
Commission. State Street and the investment vehicles it sponsors (including the Fund) are
subject to oversight by the Federal Reserve Board and the Massachusetts Commissioner of
Banks. The fair value of the Plan’s position in the Fund is equal to the value of the Fund shares.

Involuntary Participation. There was no involuntary participation in an external investment pool
by the Plan for the Fiscal Year.

Necessary Information. Not Applicable.
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NOTE 4 - SECURITIES LENDING TRANSACTIONS (Continued)

f. Income Assignment. No income from one fund was assigned to another fund by State Street
during the fiscal year.

During the fiscal year, State Street lent, on behalf of the Plan, certain securities of the Plan held by
State Street as custodian and received cash or other collateral including securities issued or guaranteed
by the United States government. State Street does not have the ability to pledge or sell collateral
securities delivered absent a borrower default. Borrowers were required to deliver collateral for each
loan equal to at least 100% of the market value of the loaned securities.

Pursuant to the Securities Lending Authorization Agreement, State Street had an obligation to
indemnify the Plan in the event of default by a borrower. There were no failures by any borrowers to
return loaned securities or pay distributions thereon during the fiscal year that resulted in a declaration
and notice of Default of the Borrower.

During the fiscal year, the Plan and the borrowers maintained the right to terminate securities lending
transactions upon notice. The cash collateral received on each loan was invested, together with the
cash collateral of other qualified tax-exempt plan lenders, in a collective investment pool. As of
September 30, 2018, such investment pool had an average duration of 69 days and an average
weighted final maturity of 10 days for USD collateral. Because the loans were terminable at will their
duration did not generally match the duration of the investments made with cash collateral.

GASB Statement No. 28, Accounting and Financial Reporting for Securities Lending Transactions,
establishes accounting and financial reporting standards for securities lending transactions. The
standard requires governmental entities to report securities lent as assets in their balance sheets unless
the entity did not have the ability to pledge or sell collateral securities absent a borrower default as the
case with the Plan. Cash received as collateral and investments made with that cash must also be
reported as assets. The statement also requires the costs of the securities lending transactions to be
reported as expenses separately from income received. In addition, the statement requires disclosures
about the transactions and collateral related to them. On September 30, 2018, the Plan had no credit
risk exposure to borrowers. The market values of collateral held and the market value (USD) of
securities on loan for the Plan as of September 30, 2018, was $19,034,899. The $19,034,899 was cash
and securities collateral and has been reported in the statement of fiduciary net position as an asset of
the Plan along with the liability of $19,034,899 for obligations under security lending.
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NOTE 5 - FAIR VALUE MEASUREMENTS

The City categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the
fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2
inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs. The
City does not have any investments that are categorized as Level 3.

As of September 30, 2018, the City had the following investments within the fair value hierarchy:

Quoted Prices in
Active Markets

for Identical Significant Other
Assets Obsenable Inputs
Investments by fair value level Total Lewvel 1 Lewel 2
Bond Mutual Funds $ 22,178,148 $ - 22,178,148
Total Investments by fair value level $ 22,178,148 $ -3 22,178,148

These funds invest mainly in US government and agency securities, asset-backed securities and
corporate bonds and notes. The underlying securities have observable level 1 quoted pricing inputs or
observable level 2 significant other observable pricing inputs. Most of the security prices were obtained
from a pricing service, Interactive Data Corporation (IDC). While the underlying asset values are based
on quoted prices or market- corroborated inputs, the net asset value of the portfolio is not publicly
qguoted. The City is reporting these shares as level 2, since the value is based on market-corroborated
data.

As of September 30, 2018, the Elected Officials Retirement System had the following investments
within the fair value hierarchy:

Quoted Prices in
Active Markets

for Identical Significant Other
Assets Obsenvable Inputs
Investments by fair value level Total Lewel 1 Lewel 2
Equity Mutual Funds $ 6,609,517 $ 6,609517 $ -
Bond Mutual Funds 5,164,756 5,164,756 -
Real Estate Investment Trusts 585,234 - 585,234
Total Investments by fair value level $ 12,359,507 $ 11,774273 $ 585,234

The fair value of investments are based on quoted market prices (Level 1). Real Estate values are
based upon independent appraisals performed for assets held by the open-end fund annually, with
restricted-scope appraisals conducted on a quarterly basis for those assets not receiving a full
appraisal. The fair value of real estate is determined as the price that the Fund would expect to receive
if the asset was sold to a market participant assuming the highest and best use of each asset at the
date of the consolidated statement of net position.
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NOTE 5 - FAIR VALUE MEASUREMENTS (Continued)

As of September 30, 2018, the Employees’ Retirement System had the following investments within
the fair value hierarchy:

Quoted Prices in
Active Markets

for Identical Significant Other
Assets Obsenvable Inputs
Investments by fair value level Total Lewel 1 Level 2
Common Stocks $ 396,867,186 $ 396,867,186 $ -
U.S Treasuries 59,077,400 - 59,077,400
Corporate Bonds 95,086,147 - 95,086,147
Municipal Bonds 983,750 - 983,750
Mortgage Backed Securities 74,210,954 - 74,210,954
Asset Backed Securities 11,263,542 - 11,263,542
Mutual Funds 15,166,362 - 15,166,362
Real Estate Investment Trusts 14,191,283 14,191,283 -
Sub total investments by fair value level 666,846,624 411,058,469 255,788,155
Investments measured at the net asset value (NAV)*
Limited Partnerships 17,424,970
Money market funds (exempt) 19,719,122
Total investments by fair value level $ 703,990,716

*As required by GAAP, certain investments that are measured at net asset value have not been
classified in the fair value hierarchy.

The following is a description of the fair value techniques for the Plan’s investments. Level 1 and 2
prices are obtained from various pricing sources by the Plan’s custodian:

Short-term investments, which consist of money market funds, are reported at cost which is fair value.

Equity securities traded on national or international exchanges are valued at the last reported sales
price or current exchange rates (Level 1). This included common stock, mutual funds, and REITs.

Debt securities are valued using pricing inputs that reflect the assumptions market participants would
use to price an asset or liability and are developed based on market data obtained from sources
independent of the reporting entity (Level 2). This includes U.S. Treasuries, mortgage backed and
collateralized securities, municipal bonds and corporate obligations.

The Plan has investments in limited partnerships that are considered an alternative asset class which
hold a variety of investment vehicles that do not have readily available market quotations. These
investments are measured at net asset value based on their proportionate share of the value of the
investments as determined by the fund managers and are valued according to methodologies which
include pricing models, discounted cash flow model and similar techniques.

The fair value amounts presented in the table below are intended to permit reconciliation of the fair
value hierarchy to the total investment line item in the Statement of Fiduciary Net Position.
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Governmental funds defer revenue recognition in connection with resources that have been received,
but not yet earned.

Revenues of the Rescue Transportation fund are reported net of uncollectible amounts. The amount
charged to the provision related to revenues of the current period was $5,669,258.

At the end of the current fiscal year, unearned revenue reported in the governmental funds was as

follows:
Grants and other unearned revenues $ 469,319
State Housing Initiative Program (SHIP) 1,567,789
Notes receivable (see note 7) 2,857,666
$ 4,894,774

NOTE 7 - NOTE RECEIVABLE

The Hialeah Housing Authority (the “Authority”) assumed a Housing Development Grant (“HODAG
Loan”) awarded on July 12, 1989 to a developer through the City in the amount of $2,843,097 through
the purchase of the Palm Centre Project (the “Project”). The HODAG Loan bears interest at 10.125%
and is payable in full, including interest, on May 1, 2025 unless the Project is sold or transferred, or due
to a violation of the grant covenants with HUD. Interest does not accrue unless the Project’s revenues
exceed the sum of the Project’s net operating income (after payment of debt service in the Palm Centre
Bonds) plus a cumulative return to the Authority of twelve percent (12%) per annum on the Authority’s
equity contribution. The HODAG loan is secured by a Second Mortgage issued to the City and is
subordinated to Hialeah Housing Authority Bonds.

The Project was constructed on land leased from the City of Hialeah for a period of 49 years (starting
December 26, 1985) with an option to renew for an additional 50 years. The Authority as part of the
acquisition of the Project assumed the lease with the City. The lease agreement requires for lease
payments to the City based on annual rent revenues generated by the property. In 2006, the City and
the Authority amended the land lease agreement and the City accepted a payment of $500,000 as
payment in full of all past due rents due from the Authority.

The amended land lease agreement provides for the following terms:
a. Provides free tenant selection services to the City for City owned housing units,

b. Provides the City each year a minimum of six thousand five hundred (6,500) square feet of
commercial space in the Palm Centre, free of charge, and

c. Provides forty-two (42) affordable lower-income housing units to be rented at below market
rents for the term of the HODAG loan.

The future minimum receivable and net present value of these minimum payments as of September
30, 2018 were:

Long-term receivable $ 3,531,153
Less present value (673,487)
Present value of future receivable payments $ 2,857,666
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NOTE 7 - NOTE RECEIVABLE (Continued)

In connection with the construction of the Hialeah Housing Project mentioned above, the United States
Department of Housing and Urban Development (“HUD”) has challenged the manner in which certain
of the proceeds of the HODAG Loan were used. HUD has claimed that $989,039 of the HODAG Loan
was expended for nonqualified purposes (the “Claim”). The City has challenged the Claim.

The Authority has agreed that the City will not be responsible for payment of any such challenged cost
in the event it is required to fully indemnify the City for any payments to HUD regarding the claim. In a
subordination agreement, the Authority and the City have agreed that, in the event that litigation is
instituted by HUD regarding payment of the Claim, the City will fully cooperate with the Authority to
resolve the litigation, and that the City will not foreclose on the Second Mortgage in the event the Claim
is not paid on demand.

The City has recorded the note receivable in its governmental-wide financial statements as of
September 30, 2018. No allowance against the note receivable is deemed necessary at September 30,
2018. The note receivable was also recorded in the City’s general fund and offset by unearned
revenues since the proceeds of the receivables are not considered to be available to liquidate liabilities
of the current period.

NOTE 8 - INTERFUND ACTIVITY

The amounts due to/from other funds at September 30, 2018 were as follows:

Receivables Payables
General Fund $ 27,334,073 $ 35,360,733
Non-Major Governmental Funds 31,898,799 16,882,051

Major Proprietary Type Funds

Water and Sewer 28,869 8,257,056
Solid Waste 3,003,630 6,224,003
Stormwater 4,458,472 -
Total Major Proprietary Type Funds 7,490,971 14,481,059
$ 66,723,843 $ 66,723,843

¢ Amounts due from the non-major governmental funds to the general fund are for advances
made to those funds to cover expenditures until the receivables on those funds are collected.

e Amounts due to the non-major governmental funds from the general fund are for amounts due
to those funds for amounts collected on their behalf.

e Amounts due to the solid waste fund are for receivables collected by the water and sewer fund
before year end which are owed to those funds.

e Amounts due from the water and sewer fund to the solid waste fund, stormwater fund and
general fund are for waste fees collected and utility taxes collected at year end.

53



CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 12 - LONG-TERM DEBT
Revenue Bonds

On December 16, 2007, the City issued $2,283,000 of Capital Improvement Revenue Refunding
Bonds, Series 2007 (the “Series 2007 Bonds”) the Series 2007 bonds mature in December 2018 and
bear interest at 4.33%. The Series 2007 Bonds are secured by a lien upon revenues derived by rescue
transport service fees. The City will budget non-ad valorem revenues if such revenue is not adequate
to pay debt service costs.

The net proceeds of $2,283,000 were used to advance refund the Series 1993 Bonds with a total
principal amount of $2,610,000 and an interest rate ranging from 3.1% to 5.5%. Proceeds from the
Series 1993 Bonds were used to finance construction of a new fire administration building, fund the
debt service account and pay certain issuance costs. The advance refunding reduced debt payments
in the short-term. The transaction resulted in an economic gain (difference between the present value
of the debt service on the old and the new bonds) of approximately $200,000.

On November 19, 2012 the City issued “The City of Hialeah Capital Improvement Revenue Refunding
Bond, Series 2012” for $1,620,000 for the purpose of refunding the City’s $2,283,000 Capital
Improvement Revenue Refunding Bonds, Series 2007 (the “Series 2007 Bonds”), and paying additional
costs of the original project. The Bonds are expected to be repaid over approximately six (6) years at
an interest rate of 1.64%. The transaction resulted in an economic gain of approximately $135,000.

Annual debt service requirements to maturity for the Revenue Bonds are as follows:

Fiscal Year End Principal Interest Total
2019 $ 68,146 $ 279 % 68,425

Notes Payable

1. Bank of America Promissory Note - On August 20, 2011 the City entered into a loan agreement
with Bank of America (Bank of America Loan) to refinance the outstanding loan from the Florida
Municipal Loan Council Revenue Bonds, Series 1999 Bonds and to pay interest on the loan for up
to three years. The transaction resulted in an economic gain of approximately $1,036,464. The
proceeds of the Florida Municipal Loan Council Revenue Bonds, Series 1999 were used to fund
major roadway improvements and infrastructure projects. The City will budget non-ad valorem
revenues if such revenue is not adequate to pay debt service costs. The Bank of America Loan
matures on April 1, 2019 with options to extend to April 1, 2026 and 2031. Interest payments are
due semi-annually at a rate of 2.74% with annual principal payments due April 1.

Annual debt service requirements to maturity for the Bank of America Loan are as follows:

| Governmental Activiies | | Business - type Actvities
Fiscal Year End Principal Interest Total Fiscal Year End  Principal Interest Total
2019 $ 1920682 $ 36529 § 1957211 2019 $ 47999 $ 9132 § 489131

57



CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 12 - LONG-TERM DEBT (Continued)
Notes Payable (Contined)

2. Florida Municipal Loan Council Revenue Bond Series 2012A- Loan Payable - On May 1, 2003, the
City executed a loan agreement with the Florida Municipal Loan Council to borrow $48,135,000
from the proceeds of the Florida Municipal Loan Council Revenue Bonds, Series 2003A, for major
roadway improvements and infrastructure projects. The loan has an outstanding balance of
$35,745,000 and calls for annual payments due on May 1, commencing on May 1, 2004 through
May 1, 2033 and bears interest at varying rates ranging from 2.0% to 5.25%.

On November 5, 2012 the City executed a loan agreement with the Florida Municipal Loan Council
to borrow $41,620,000 from the proceeds of the Florida Municipal Loan Council Revenue Bonds,
Series 2012A, for the purpose of refinancing Florida Municipal Loan Council Revenue Bonds,
Series 2003A. The transaction resulted in an economic gain (difference between the present value
of the debt service on the old and the new bonds) of approximately $4,090,000. The loan matures
on May 1, 2033 and bears an interest rate of approximately 3.5%

Annual debt service requirements to maturity for the FMLC Revenue Bond Series 2012A loan
payable are as follows:

| Governmental Activities | | Business - type Activities
Fiscal Year End Principal Interest Total Fiscal Year End  Principal Interest Total

2019 1,316,000 1,163,530 2,479,530 2019 329,000 290,883 619,883

2020 1,368,000 1,110,890 2,478,890 2020 342,000 217,723 619,723

2021 1,436,000 1,042,490 2,478,490 2021 359,000 260,623 619,623

2022 1,508,000 970,690 2,478,690 2022 377,000 242,673 619,673

2023 1,584,000 895,290 2,479,290 2023 396,000 223,823 619,823
2024-2028 9,088,000 3,305,480 12,393,480 2024-2028 2,272,000 826,370 3,098,370
2029-2033 11,032,000 1,368,800 12,400,800 2029-2033 2,758,000 342,200 3,100,200

§ 27332000 § 9857170 $ 37,189,170 $ 6833000 $ 2464293 § 9,297,293

3. Revolving Loan - On May 11, 2001, the City entered into a revolving loan agreement with the State
of Florida Department of Environmental Protection for the purpose of providing financial assistance
for planning and designing water and sewer system improvements. As of September 30, 2017, the
project has been completed and the City has withdrawn $2,779,844 for the project. The loan shall
be repaid in 18 semiannual loan payments beginning September 15, 2007, which is based on the
total amount owed. The amount due as of September 30, 2018 was $1,149,054, which includes
capitalized interest and other costs.

Annual debt service requirements to maturity for the revolving loan payable are as follows:

Fiscal Year End Principal Interest Total
2019 139,686 31,288 170,975
2020 143,635 27,340 170,975
2021 147,695 23,280 170,975
2022 151,870 19,104 170,975
2023 156,164 14,810 170,975
2024-2026 410,004 17,432 427,437

$ 1,149,054 $ 133,256 $ 1,282,310
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Notes Payable (Continued)

4,

Affordable Housing Note, Series 2011 - On March 23, 2011 City issued the City of Hialeah
Affordable Housing Note, Series 2011 (the TD Bank Note) in the principal amount of $14,489,840
to refund and extend the maturity of the Amended and Restated Bond Anticipation Refunding Note,
Series 2010 and pay-off the mortgage payable due to the Miami-Dade Housing Agency. The
transaction resulted in an economic gain of approximately $115,740. The proceeds of the Series
2010 note were used for the purpose of financing the construction of a 300-unit affordable housing
project in the City of Hialeah. The TD Bank Note is secured by a pledge of net rental income and a
covenant to budget and appropriate non-ad valorem revenues sufficient to pay the principal and
interest due on the note for the fiscal year. At September 30, 2018, the TD Bank Note had an
outstanding balance of $11,600,624.

Annual debt service requirements to maturity for the TD Bank Note are as follows:

Fiscal Year End Principal Interest Total
2019 455,854 500,725 956,579
2020 476,151 480,428 956,579
2021 497,352 459,227 956,579
2022 519,496 437,083 956,579
2023 542,626 413,952 956,579
2024-2028 3,097,782 1,685,112 4,782,894
2029-2033 3,851,628 931,266 4,782,894
2034-2036 2,159,736 127,241 2,286,977

$ 11600624 $ 5035034 $ 16,635,659

Florida Municipal Loan Council Revenue Bond Series 2011D- Loan Payable - On May 1, 2011, the
City executed a loan agreement with the Florida Municipal Loan Council to borrow $48,235,000
from the proceeds of the Florida Municipal Loan Council Revenue Bonds, Series 2011D, for
construction, expansion and improvements of the City’s sewer treatment plant. The loan has an
outstanding balance of $45,220,000 and calls for annual principal payments due on October 1,
commencing on October 1, 2012 through October 1, 2041 and semi-annual interest payments
commencing on October 1, 2011 at varying rates of interest ranging from 3.0% to 5.5%. The
arbitrage rebate requirement generally requires issuers of tax-exempt debt to rebate to the U.S.
Treasury that investment income arising from the proceeds of tax-exempt debt to the extent that
such income results from investments yields in excess of the bond yield. The City has pledged the
net revenues (gross revenues after reduction of the cost of operation and maintenance of the
project). There is no arbitrage rebate liability in connection with the Revenue Bonds at September
30, 2018.

Annual debt service requirements to maturity for the Series 2011D note payable are as follows:

Fiscal Year End Principal Interest Total
2019 1,015,000 2,286,188 3,301,188
2020 1,050,000 2,253,200 3,303,200
2021 1,105,000 2,200,700 3,305,700
2022 1,150,000 2,156,500 3,306,500
2023 1,195,000 2,110,500 3,305,500
2024-2028 6,835,000 9,700,225 16,535,225
2029-2033 8,800,000 7,756,263 16,556,263
2034-2038 11,435,000 5,152,775 16,587,775
2039-2042 11,650,000 1,645,325 13,295,325

$ 44235000 $ 35,261,675 $ 79,496,675
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NOTE 13 - RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters.

The City is self-insured for general liability, automobile, workers’ compensation, and health. The City
also purchases stop loss coverage on its health insurance program. For all other coverage the City
carries commercial insurance. The City currently reports all of its risk management activities in its
General Fund, except those related to Enterprise Funds, which are reported in those funds.

Claims expenditures and liabilities are reported when it is probable that a loss has occurred and the
amount of that loss can be reasonably estimated. These losses include an estimate of claims that have
been incurred but not reported (IBNR). Claims liabilities are actuarially determined using historical and
recent claim settlement trends. There were no significant reductions in insurance coverage from
coverage in the prior year, and there were no settlements that exceeded insurance coverage for each
of the past three years.

The City only records the current portion of claims payable within the General Fund if there is a settled
claim which is due and payable at year end and is outstanding. The long-term portion is reported in the
statement of net position. Amounts payable from proprietary funds are accounted for within those funds.

The following is a summary of changes in claims payable for the year ended September 30, 2018:

2018 2017 2016
Unpaid claims, beginning $ 54761956 $ 55,614,957 $ 56,873,000
Incurred claims (including IBNR) 14,602,199 15,496,407 18,015,514
Claims payments (15,966,018) (16,349,408) (19,273,557)
Unpaid claims, ending $ 53,398,137 $ 54,761,956 $ 55,614,957

NOTE 14 - COMMITMENTS AND CONTINGENCIES

Grants

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds.

Hialeah Branch Courthouse Lease

On November 4, 1996, the City entered into a lease with Miami-Dade County for two parcels of land

owned by the City and reimbursement of design, construction and financing of a courthouse. The lease
was amended in 2000 and extended to 2030 with annual payments from the County of $500,000.
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NOTE 14 - COMMITMENTS AND CONTINGENCIES (Continued)
Charter School Agreements

On April 17, 2008, the City executed a contract with the School Board of Miami-Dade County, Florida
that provides for the City of Hialeah Education Academy (the “HEA”) to (1) provide a high-quality career-
oriented curriculum for 215t Century occupations; (2) prepare students for productive employment within
a multilingual work environment; and (3) prepare students for successful progression into
postsecondary studies. The contract ended in June 2014 and subsequently renewed for a period of 15
years by a mutual agreement of both parties.

The City has entered into an agreement with Academica Dade LLC to provide administrative and
educational services for HEA. The agreement began on July 1, 2018 and ends on June 30, 2021, with
an option for renewal for two additional years.

Water and Sewers Fund- Agreements with Miami-Dade County

In 2008, the City Council approved a 20 year agreement with Miami-Dade County (the “County”)
providing for the rendition of water service to the City by the County and the purchase of treated water
from the County until 2027. In 2011, the City of Hialeah entered into a 20 year agreement with the
County to provide wastewater treatment and disposal services until 2029. Rates paid by the City of
Hialeah vary depending and costs incurred by the County. The charges to operations under these
agreements for the year ended September 30, 2018 were $10,341,329 for water services and
$26,558,224 for wastewater treatment and disposal services.

Water and Sewers Fund- Administrative Consent Agreement

The Department of Public Works (the “Department”) entered into an “Administrative Consent
Agreement” with the Miami-Dade County Department of Environmental Resources Management
(“DERM”) pursuant to Chapter 24, of the Miami-Dade County Code (the “MDCC”). DERM was
subsequently renamed Miami-Dade County Department of Regulatory and Economic Resources,
Division of Environmental Resources Management. Pursuant to this agreement the City has agreed to
correct deficiencies for sixteen (16) pump stations within the City’s sewer collection and transmission
system that are not in conformance with the requirements of MDCC Chapter 24. The agreement
required the City to have corrected all the deficiencies noted in the SESS Phase Il Report by
September 30, 2010. The City agreed with DERM for an extension until November 12, 2017 to correct
all the deficiencies. All identified basins have been designed, permitted and are under construction.
To date XXXX pump stations have been completed and XXX basins were completed as well.

Joint Participation Agreement- Reverse Osmosis Water Treatment Plant

On December 27, 2007, (as amended on August 2009) the City entered into a Joint Participation
agreement with Miami-Dade County (the “County”) for the design, construction and operation of a 17.5
MGD reverse osmosis water treatment plant (the “Plant”). The City and the County have equal 50%
ownership of the Plant, inclusive of land, structures, facilities and appurtenances to be situated in the
Annexation Area of the City, having an initial operational capacity of 10 MGD expandable to 17.5 MGD.
The Plant is operating at 7.5 MGD supplying potable water to the Annexation Area of the City and
adjacent areas of unincorporated Miami-Dade County and Hialeah. At all times during the operation of
the Plant, the County and City each receive 50% of the water production produced; however, either
party is able to purchase a portion of the other party's 50% share.

The County has and continues to contribute for 50% of the costs for the Plant, and the City has and
continues to contribute for 50% of the costs of the Plant.
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FEMA Disallowance of claims for disaster relief and emergency assistance funds

In October 2005, the City was impacted by Hurricane Wilma. The City sought federal funds assistance
to pay for expenditures associated with debris removal, emergency protective measures and
restoration efforts as a result of the damage caused by the hurricane in the approximate amount of
$11.2 million. In August 2009, the U.S. Office of Inspector General began an audit of the costs claimed
by the City to be related to Wilma to determine whether federal funds had been accounted for and
expended according to federal regulations and guidelines. The audit was completed and the results
reported to the Regional FEMA Administrator in June 2010. The auditor recommended disallowing
approximately $2.5 million. FEMA concurred with the findings and notified the Florida Division of
Emergency Management of its determination on June 22, 2012. In turn, the State of Florida notified
the City in July 2012. The City has filed five separate appeals to the determination by FEMA. FEMA
has not made a final determination on any of the City’s appeals. Notwithstanding, because of FEMA’s
immediate withdrawal policy, the Florida Division of Emergency Management has requested that the
City pay the amount of overpayment of $2,667,958.48. The City has not made any payments to the
State on this account and has not entered into a repayment plan pending the determination of the City’s
appeals.

The City has also been notified of the disallowance of $110,106.70 in claims submitted for
reimbursement by the Florida Division of Emergency Management related to debris removal and
restoration activities attributed to the impact of Hurricane Katrina in August 2005. The City has not
made any payments to the State on this account and has not entered into a repayment plan.

DMG Properties, LLP

On December 4, 2014, the City received a notice of claim for compensation pursuant to the Bert J.
Harris, Jr., Private Property Rights Protection Act (the “Harris Act”), alleging that the City’s failure to
designate a zoning classification for the property in question and its denial of the landowners vested
right in continuing heavy industrial uses on the property have inordinately burdened the property
reducing its fair market value in an estimated amount of $5.7 million based on the initial appraisal
submitted by the claimant as required by the Harris Act. Since annexation, the City adopted a
comprehensive land use plan for the area allowing for less intense, light industrial uses. The Harris Act
requires the notice and a 6-month settlement period preceding the filing of an action. The 6-month
settlement period has expired, but the parties continue to explore settlement. As of September 30,
2018, no action has been filed in this matter.
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NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS

Employees’ Retirement System

The following brief description of the Plan is provided for general information purposes only. Participants
should refer to the City of Hialeah Employees’ Retirement System Plan document for more complete
information.

1.

Plan Description - The City is the administrator of a single-employer Public Employee Retirement
System (PERS) established to provide pension, annuity, death, and disability benefits through a
defined benefit and a defined contribution pension plan that covers substantially all of the
employees of the City. Cost of living adjustments of 2% annually (excluding beneficiaries and those
members who are receiving a Deferred Retirement Allowance), are made to members for Basic
and Service Pensions. The City of Hialeah Employees’ Retirement System issues a publicly
available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to Hialeah Employees’ Retirement System, 501
Palm Avenue, Hialeah, Florida, 33010.

On May 22, 2012, the City passed Ordinance No. 2012-27, retroactively to April 1, 2012, closing
membership to the Plan for all general employees hired after April 1, 2012. New employees will
instead participate in a new defined contribution plan. The latest available actuarial valuation is as
of October 1, 2016.

Membership in the Plan as of October 1, 2016 consisted of the following:

Inactive plan members:

Beneficiaries currently receiving benefits 1,482
Entitled to benefits but not yet receiving them 145
Active plan members _ 939
Total 2,566

Loans to Members - The Employees’ Retirement System Plan permits members to borrow from
the Plan assets (subject to the rules of the Internal Revenue Service) at rates determined by the
Plan Trustees. Interest charged on loans is 1.5% above the Wall Street Journal prime rate, (which
was 5.25% as of September 30, 2018). Such loans are limited to and fully secured by the respective
member’s annuity savings account. Loan payments are deducted directly from the member’s bi-
weekly payroll.

Administrative Expenses - Administrative expenses incurred by the Plans are absorbed by the City.

Funding Requirements - The contribution requirements of the Plan members and the City are
established and may be amended by the Employees’ Retirement System Board of Trustees.

e Plan Members Contribution
Firefighters must contribute 7% of their basic compensation per year into the Annuity Savings
Fund. All other members may contribute between 0% and 7% of their basic compensation per
year into the Annuity Savings Fund, with the exception that the other members may redirect
some of these contributions to satisfy additional contribution requirements. All members not
eligible for normal retirement on the date the ordinance took effect will also be required to make
the following additional contributions:

68



CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018
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Employees’ Retirement System (Continued)

*  Plan Members Contribution ~ (Continued)

e City Contribution
On August 25, 2009, the City passed Ordinance 09-54, which established a minimum City
contribution (“floor”) to the Plan equal to 22% of the member payroll. Once every five years,
the City may increase or decrease the floor up to 2% of member payroll, if supported by an
actuarial study. The floor shall not be less than 16% or more than 28% of member payroll. The
new provisions also indicate that the floor is subject to Section 70-168(b) which specifies the
contribution shall be computed as a level percent of payroll in accordance with generally
recognized actuarial principles and the provisions of Chapter 112 of the Florida Statutes.
Provisions under Chapter 112 of the Florida Statutes will take precedence in the event the
required City contribution calculated under Chapter 112 exceeds the 28% of member payroll.

The City contributes at actuarially determined rates that are designed to accumulate sufficient
assets to pay benefits when due. Effective May 30, 2012, the Division of Retirement mandated
that local governments confer with the Plan’s actuary to select and maintain contribution
method (percentage of payroll or fixed dollar contributions) that best fits the funding
requirements of the Plan. The Plan determined to use the “percentage of payroll contribution”
method for the fiscal year ended September 30, 2018.

5. Net Pension Liability - The City's net pension liability of $239,263,802 was measured as of
September 30, 2017, (GASB 68 measurement date).
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NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS (Continued)

Employees’ Retirement System (Continued)

6.

Actuarial Assumptions - The total pension liability was determined using the following actuarial
assumptions:

Measurement Date: September 30, 2018 September 30, 2017
Actuarial Valuation: October 1,2017 October 1,2016
Interestrates:
Single Discount rate 8.0% 8.0%
Inflation rate 2.3% 2.3%
Salary Increases 3.0% -9.0% 3.0% - 9.0%
Mortality table Mortality Rate Healthy Lives: Female: RP2000

Mortality Rate Healthy Lives Police Officers and
Firefighters:

BB.
Female: RP2000 Generational, 100% Annuitant
White Collar, Scale BB.

Mortality Rate Disabled Lives: Female 60%
RP2000 Disabled Female set forward two years/
40% Annuitant White Collar with no setback, no
projection scale. Male 60% RP2000 Disabled
Male setback four years / 40% Annuitant White

Male: RP2000 Generational, 10% Annuitant
White Collar /90% Annuitant Blue Collar, Scale
BB.

Collar with no setback, no projection scale.
Mortality Rate Disabled Lives Police Officers
and Firefighters:
Female: 60% RP2000 Disabled Female set
forward two years / 40% Annuitant White Collar
with no sethack, no projection scale.
Male: 60% RP2000 Disabled Male setback four
years / 40% Annuitant White Collar with no
setback, no projection scale. Mortality Rate
Healthy Lives General Employees:
Mortality Rate Healthy Lives General
Employees:
Female: RP2000 Generational, 100% Annuitant
White Collar, Scale BB.
Male: RP2000 Generational, 50% Annuitant
White Collar / 50% Annuitant Blue Collar, Scale
BB.
Mortality Rate Disabled Lives General
Employees:
Female: 100% RP2000 Disabled Female set
forward two years.
Male: 100% RP2000 Disabled Male setback
four years.

70

Generational, 100% Annuitant White Collar, Scale
BB. Male RP2000 Generational, 10% Annuitant
White Collar / 90% Annuitant Blue Collar, Scale



CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS (Continued)

Employees’ Retirement System (Continued)

7.

Long-Term Expected Rate of Return - The long-term expected rate of return on pension plan
investments was determined using a building-block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expenses
and inflation) are developed for each major asset class.

These ranges are combined to produce the long term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. Best estimates of arithmetic real rates of return for each major asset class
included in the pension plan's target asset allocation as of September, 30 2018 and 2017 are
summarized in the following table:

Asset Class Target Allocation 2018 2017
Domestic Equity 50% 7.25% 7.10%
International Equity 5% 7.25% 7.40%
Domestic Bonds 40% 3.25% 2.10%
Other 5% 4.50% 4.20%
Total 100%

Rate of Return - For the fiscal years ended September 30, 2018 and 2017, the annual money-
weighted rate of return on Plan investments, net of investment expense, was 9.17% and 11.22%,
respectively. The money-weighted rate of return expresses investment performance, net of
investment manager and consultant expenses adjusted for the changing amounts actually
invested. Inputs to the internal rate of return calculation are determined on a monthly basis.

Discount Rate - The discount rate used to measure the total pension liability as of September, 30
2018 and 2017 was 7.80% and 8.00% respectively. The projection of cash flows used to determine
the discount rate assumed that plan members contributions will be made at the current contribution
rate and that sponsor contributions will be made at rates equal to the difference between the
actuarially determined contribution rates and the member rate. Based on those assumptions, the
pension plan's fiduciary net position was projected to be available to make all projected future
benefit payments of current plan members. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.
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Employees’ Retirement System (Continued)

14. DROP Plan - The City established a deferred retirement option plan (DROP) for General

Employees on February 19, 2008, and for Police and Firefighters on March 1, 2007. An active
participant of the City’s retirement system may enter into the DROP, on the first day of the month
following completion of 25 years of membership service credit, provided that the sum of the
member’s age and years of service is 70 points or more. Upon entry into the DROP, a member’s
monthly retirement benefits (basic plus service pension), based on final average earnings and
service upon entering the DROP, which would have been payable had the member elected to
cease employment and receive a normal retirement benefit, shall be paid into the member's DROP
account. At the end of each fiscal year, interest will be credited to the DROP account at the same
rate credited to the annuity savings account. Member contributions cease upon entering the DROP
and the member shall be ineligible for disability benefits provided by the Plan. Upon termination of
employment or death, the DROP account balance will be paid in a cash lump sum. The maximum
duration for participation in the DROP shall not exceed thirty-six (36) months and members cannot
buy service in order to be eligible for the DROP.

Effective September 25, 2018 current Police Officer DROP Members have the option to extend
their DROP period an additional two (2) years for a total DROP participation of five (5) years.

General employees who are members of the retirement system are prohibited from entering the
DROP on or after April 2, 2012. As of September 30, 2018, there were forty six (46) DROP
participants and their fair value of DROP investment was $6,035,088 which is included in the Plan’s
net position.

Elected Officials’ Retirement System

1.

Plan Description - The City of Hialeah Elected Officials’ Retirement System (EORS) is a single
employer defined benefit pension plan administered by the City of Hialeah. The EORS was
established by City Ordinance effective June 1998. The Plan is considered part of the City's
financial reporting entity and is included in the City's financial statements as a pension trust fund.
All qualified elected officials and city attorneys are eligible to participate in the plan. The Plan does
not issue a stand-alone financial report. Benefit and contribution provisions are established by City
ordinance and may be amended only by the City Council. The latest available actuarial valuation
is as of October 1, 2017.

Membership in the Plan as of October 1, 2017 consisted of the following:

Inactive plan members:

Beneficiaries currently receiving benefits 9
Entitled to benefits but not yet receiving them 6
Active plan members 10
Total 25
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NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS (Continued)

Elected Officials’ Retirement System (Continued)

2. Pension Benefits - Participants earn one vesting credit for each year of service completed. A

participant is considered fully vested after 8 years of credited service. After 8 years of credited
service, the participant need not render any further service as an employee of the City, in order to
begin receiving a pension benefit upon attaining eligibility.

A participant is eligible for normal retirement benefits when the participant has attained age 55 and
8 vesting credits or has attained 20 vesting credits regardless of age.

Normal retirement benefits are based on 3% of average final compensation multiplied by the years
of service for each year of prior service.

Funding Requirements - Plan members are required to contribute 7% of their basic compensation.
The City contributes at actuarially determined rates that are designed to accumulate sufficient
assets to pay benefits when due. Effective May 30, 2012, the Division of Retirement mandated that
local governments confer with the Plan’s actuary to select and maintain contribution method
(percentage of payroll or fixed dollar contributions) that best fits the funding requirements of the
Plan. The Plan determined to use the “percentage of payroll contribution” method for the fiscal year
ended September 30, 2018.

The actual contribution from the City for active members were actuarially determined using the
actuarial valuation as of October 1, 2016 for the year ended September 30, 2018.

Net Pension Asset - The Plan's net pension asset of $2,517,214 was measured as of September
30, 2017 (GASB 68 measurement date).
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Elected Officials’ Retirement System (Continued)

5. Actuarial Assumptions - The total pension liability was determined using the following actuarial

assumptions:
Measurement Date: September 30, 2018 September 30, 2017
Actuarial Valuation: October 1, 2017 October 1, 2016
Interest rates:
Single Discount rate 6.00% 6.00%
Inflation rate 2.75% 2.75%
Salary Increases 8.00% 8.00%
Mortality table For healthy male participants during employment, RP 2000

Combined Male Healthy Participant Mortality Table, with 50%

Blue Collar Adjustment/50% White Collar Adjustment and fully

generational mortalityimprovements projected to each future

decrement date with Scale BB. For healthy female participants ~ RP-2000  Combined  Healthy  Participant

during employment, RP 2000 Combined Female Healthy Mortality Tables, separate rates for males and
Participant Mortality Table, with White Collar Adjustmentand fully females, — with  generational ~ mortality
generational mortalityimprovements projected to each future improvements fully projected to each future
decrement date with Scale BB. valuation date with Scale AA.

For healthy male participants post employment, RP 2000
Annuitant Male Mortality Table, with 50% Blue Collar Adjustment/
50% White Collar Adjustment and fully generational mortality
improvements projected to each future decrement date with
Scale BB. For healthy female participants post employment, RP
2000 Annuitant Female Mortality Tables with White Collar
Adjustment and fully generational mortalityimprovements
projected to each future decrement date with Scale BB.

6. Long-Term Expected Rate of Return - The long-term expected rate of return on pension plan
investments was determined using a building-block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expenses
and inflation) are developed for each major asset class.

These ranges are combined to produce the long term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. Best estimates of arithmetic real rates of return for each major asset class
included in the pension plan's target asset allocation as of September, 30 2018 and 2017 are
summarized in the following table:

Asset Class Target Allocation 2018 2017
Domestic Equity 45% 10.63% 9.59%
International Equity 10% 5.57% 5.43%
Fixed Income 30% 6.06% 6.55%
Cash 15% 2.98% 3.37%

100%
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NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS (Continued)

Elected Officials’ Retirement System (Continued)

11. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
related to Pensions

For the year ended September 30, 2018, the EORS will recognize pension expense of $(180,101).
At September 30, 2018, the EORS reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences Between Expected and Actual Experience $ 4201 % -
Changes of Assumptions 33,224 R
Net Difference Between Projected and Actual Earnings
on the Pension Plan Investments - 478,337
Employer Contributions subsequent to the measurement
date 164,417 -

$ 201,842 $ 478,337

The deferred outflow of resources, resulting from the City’s contribution to the Plan subsequent to
the measurement date of September 30, 2017 in the amount of $164,417 will be recognized as an
increase of the City’s net pension asset in the fiscal year ended September 30, 2019. Amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Year ended
September 30,

2019 $(101,348)
2020 (61,997)
2021 (182,912)
2022 (94,655)
2023 -

Thereafter R
Total $(440,912)
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NOTE 15 - EMPLOYEES’ AND ELECTED OFFICIALS’ RETIREMENT SYSTEMS (Continued)
Elected Officials’ Retirement System (Continued)
12. Statement of net position and statement of changes in net position - The statement of net position

and statement of changes in net position for the Elected Officials’ Retirement System as of
September 30, 2018 are presented below:

STATEMENT OF NET POSITION

ASSETS
Cash and cash equivalents $ -
Investments, at fair value:
Mutual funds 11,774,273
Real estate investment trusts 585,234
Total assets $12,359,507

LIABILITIES AND NET POSITION
Accounts payable and accrued liabilites $ 134,125
Net position restricted for pensions $12,225,382

STATEMENT OF CHANGES IN NET POSITION

ADDITIONS
Contributions - City $ 164,417
Contributions - Member 23,118
Netinvestmentincome (loss) 788,367
Total additions $ 975,902
DEDUCTIONS
Pension benefits 382,474
Administrative Expenses 19,085
Netincrease 574,343

Net position restricted for pensions
Beginning of year 11,651,039
Ending $12,225,382
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NOTE 16 - DEFINED CONTRIBUTION PLANS

The City of Hialeah has two defined contribution plans; the City of Hialeah Police Pension Fund and
the City of Hialeah Firemen’s Relief and Pension Fund. The Plans were created on March 27, 1984 by
Ordinance 1781 as amended by Ordinance 84-43 and on May 26, 1981 by Ordinance 631 as amended
by Ordinance 81-62, respectively. The purpose of these Plans is to provide a means whereby police
officers and firefighters of the City may receive benefits from funds provided for that purpose by
contributions of the City through state contributions provided by Chapter 175/185 of the Florida
Statutes. The participants do not contribute to the Plans. These funds are a supplement to and in no
way affect police officer and firefighter benefits under the City of Hialeah Employees’ Retirement
System. The City no longer receives passed-through State contributions for the police officers or
firefighters. The City under Chapter 185 of the Florida Statutes has provided authorization to the State
for the direct contribution of benefits to the Police Pension Fund. The City’s Employment Retirement
System received passed-through contributions from the two defined contribution plans totaling
$461,877 for the fiscal year ended September 30, 2018.

Both funds issue publicly available financial reports that include financial statements and required
supplementary information. Those reports may be obtained by writing to Hialeah Employees’
Retirement Department, 501 Palm Avenue, Hialeah, Florida, 33010.

The City created the City of Hialeah Employee’s Retirement Plan on April 1, 2012. The City as a single-
employer contributes to the Money Purchase Plan, which is a defined contribution plan created in
accordance with Internal Revenue Code Section 401(a). The Plan is available to all full-time general
employees hired after April 1, 2012, and the City contributes 7% of the employees’ salary. Employees
are required to contribute 7% of their salaries. Employer contributions for the fiscal year ended
September 30, 2018 were approximately $544,000.

NOTE 17 - OTHER POST EMPLOYMENT BENEFITS

Plan Description

The City of Hialeah sponsors a single-employer defined benefit OPEB plan. Retirees who meet certain
age and service requirements may elect coverage for themselves and dependents. Self-funded and
fully insured options are available. The employer currently charges no contribution for retirees with
single coverage, and the single funding rate for double (employee plus spouse) coverage. Self-funded
management retirees pay less for double coverage. Disabled contributions vary between plans. No
assets are accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75.

Benefits Provided

Program Members

Current full-time, part-time employees hired prior to April 1, 2012 and scheduled to work in excess of
an average of 29 hours per week along with eligible former employees (including eligible dependents)
of the City of Hialeah.

Normal Retirement

Eligibility conditions for retiree health care benefits are as follows:

e Elected Officials - completion of eight (8) years of service.
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NOTE 17 - OTHER POST EMPLOYMENT BENEFITS (Continued)

Benefits Provided (Continued)

Normal Retirement (Continued)

e Members of the City of Hialeah Employees’ Retirement System (defined benefit plan):

1. Members hired before January 27, 1970, the earlier of (a) age 50 with at least 10 years of
service and (b) completion of 20 years of service. — No longer applicable because all current
actives are hired after January 1, 1974.

2. Members hired on or after January 27, 1970 but before January 1, 1974, the earlier of (a) age
55 with at least 15 years of service and (b) completion of 20 years of service. — No longer
applicable because all current actives are hired after January 1, 1974.

3. Members hired on or after January 1, 1974, age plus service equal to at least 70 and completion
of at least 20 years of service.

4. Firefighter members hired on or after November 15, 2013, age plus service equal to at least 76
and completion of at least 20 years of service.

5. Police Officer members hired on or after March 2, 2014, age plus service equal to at least 76
and completion of at least 20 years of service.

Members of the City of Hialeah Employees’ Retirement Plan (money purchase plan) - attainment
of age 59.5.

Early Retirement

Eligibility conditions for retiree health care benefits are as follows:
o General Employees, age 55 and completion of at least 10 years of service.

o Firefighters and Police Officers, age 50 and completion of at least 10 years of service.

Deferred Retirement

Members who terminate employment for reasons other than retirement, disability or death are not
eligible for retiree health care benefits.

Death in Service Retirement

Covered spouses and dependents of active members who die prior to retirement are eligible to continue
coverage through COBRA - maximum 36 months.

Spouses of deceased Firefighters and Police Officers whose death was the result from a violent act in
line of duty - benefit fully subsidized for life (or remarriage).

Disability Retirement

Member must be totally and permanently incapacitated for duty in member’s classified position as an
employee of the City. No age or service requirement for job related - at least ten years of service
requirement for non-job related.
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NOTE 17 - OTHER POST EMPLOYMENT BENEFITS (Continued)

Benefits Provided (Continued)

Spouse and Dependent Coverage

Spouses and qualified dependents of retired employees are eligible to receive retiree health care
benefits. In the event of the retiree’s death, covered spouses and dependents may elect to continue
coverage for as long as they would have been eligible had the retiree survived, by payment of the
premium for such spouse or eligible dependent.

Retiree Contributions

o Members of the City of Hialeah Employees’ Retirement Plan (money purchase plan) pay full
cost for coverage for themselves and any eligible dependents.

e Elected Officials - City pays cost of health insurance premium for the retiree’s individual
coverage - retiree pays the difference between the active rate for any spouse and / or
dependent coverage and the active employee only rate.

e Members of the City of Hialeah Employees’ Retirement System (defined benefit plan):

o

Employees hired on or before October 10, 2006 - City pays health insurance premium
for the retiree’s individual coverage.

Employees hired after October 10, 2006 - City pays the same amount as active
employees for individual coverage until age 65. At age 65 and thereafter, if member
eligible and enrolled in Medicare Part A and Part B - City pays retiree’s individual
coverage for the retiree only.

Members may include coverage for spouse and / or other eligible dependents by
payment of full premium for such spouse and / or other eligible dependents.
However, retired Management employees pay the difference between the active rate
for spouse and / or dependent coverage and the active employee only rate.

Notwithstanding the above, members (other than Police Officer and Firefighters
members) who retire on or after March 25, 2014 prior to attaining eligibility for
normal retirement pay premium for coverage for themselves and any eligible
dependents.

o Disabled retirees in the City of Hialeah Employees’ Retirement System (defined benefit plan):

o

Disabled members hired on or before to October 10, 2006 - City pays the cost of
individual health insurance coverage.

Disabled members hired after October 10, 2006 pay the same amount as active
employees for individual coverage until age 65. At age 65 and thereafter, if member
eligible and enrolled in Medicare Part A and Part B - City pays retiree’s individual
coverage for the retiree only.
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NOTE 17 - OTHER POST EMPLOYMENT BENEFITS (Continued)

Benefits Provided (Continued)

Retiree Contributions (Continued)

o Job related

Option (1): Retiree receives 75% of average compensation for three
years of membership and pays full premium for spouse and / or other eligible
dependents.

Option (2): Retiree receives 66-2/3% of average compensation for three
years of membership and pays active rate for spouse and / or other eligible
dependents.

Enhanced disability benefits: Retiree receives 75% of average compensation
of three years of membership and pays active rate for spouse and / or other
eligible dependents.

Retired Management employees pay difference between active rate for
spouse and / or dependent coverage and active employee only rate.

o Not job related

Retiree pays premium for spouse and / or other eligible dependents; however,
retiree receives a credit towards payment of premium based on the following
criteria:

Total monthly income from City Credit amount
From zero (S0) to $2,000 75%

Greater than $2,000 to $3,250. 50%

Greater than $3,250 to $4,500. 25%

o Firefighters or Police Officers with a disability resulting from a catastrophic line of duty
injury - benefit fully subsidized for life for member, spouse and eligible dependents.

e Any retirees who get the cost of individual health coverage paid for by the City pay difference
between the Premier option premium and the Base option premium if they elect the Premier option
in the self- insured plan.
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NOTE 17 - OTHER POST EMPLOYMENT BENEFITS (Continued)

Sensitivity of the Total OPEB Liability to the Changes in the Discount Rate Assumption - The following
presents the total OPEB liability of the City, calculated using the discount rate of 3.50%, as well as what
the City’s total OPEB liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (2.50%) or 1-percentage-point higher (4.50%):

Current Discount

1% Decrease Rate 1% Increase
2.50% 3.50% 4.50%
$ 459,449,749 $ 381,878,880 $ 322,268,118

Sensitivity of the Total OPEB Liability to the Healthcare Cost Trend Rate Assumption - The following
presents the total OPEB liability of the City, as well as what the City’s total OPEB liability would be if it
were calculated using healthcare cost trend rates that are 1-percentage-point lower (5.00% decreasing
to 3.40%) or 1-percentage-point higher (7.00% decreasing to 5.40%):

Current Healthcare Cost

1% Decrease Trend Rate 1% Increase
5.00% to 3.40% 6.00% to 4.40% 7.00% to 5.40%
$319,840,242 $ 381,878,880 $ 463,088,582

For the year ended September 30, 2018, the City recognized OPEB expense of $17,395,745. At
September 30, 2018, the City reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences Between Expected and Actual Experience $ - $28,145,141
Changes of Assumptions 9,793,507

$ 9,793,507  $28,145,141

Projected deferred outflow for amounts paid by the City for OPEB benefits and administrative
expenses subsequent to the measurement date, will be recognized as OPEB expense in the fiscal
year ended September 30, 2019:

Projected OPEB benefits $10,552,522
Projected administrative expenses 27,138
Total deferred outflow $10,579,660

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in future OPEB expenses as follows:

Year ended
September 30

2019 $ (5,734,887)
2020 (5,734,887)
2021 (5,734,887)
2022 (1,146,973)
2023 -
Thereafter -
Total  $(18,351,639)
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NOTE 18 - SUBSEQUENT EVENTS

On June 7, 2019, the City Council resolved the impasse between the City and firefighter employees
represented by IAFF Local 1102, adopting the Mayor’s proposals on certain disputed articles
particularly involving a reduction to pension benefits. The new pension benefits provide for a lower
benefit multiplier, increased normal retirement age, the elimination of cost of living adjustments,
calculation of benefits based on base pay only and on average final compensation for the highest five
years. In addition, all plan members must contribute an additional 6% of pay to the plan. All plan
members are 100% vested in accrued pension benefits earned prior to the effective date of the plan
changes. The benefits accrued prior to the effective date of the plan changes are frozen until the
member retires and is eligible to receive the frozen benefits pursuant to the provisions of the proposed
plan amendments. The effective date of the plan changes will be the date of adoption of an ordinance
amending the plan by the City Council. Based on state collective bargaining laws, it may be several
weeks or months before the changes to the pension plan imposed can be implemented by ordinance
of the Council.

NOTE 19 - RESTATEMENT

The implementation of Governmental Accounting Standards Board (GASB) Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits other than Pensions, as stated in
Note 1, resulted in the October 1, 2017 beginning net position of the governmental and business-type
activities being restated to eliminate the prior year net OPEB liability and record the opening OPEB
liability.

Beqinning Net Position, Governmental Activities
Beginning net position, as previously recorded
Eliminate prior year net OPEB liability

$ (84,082,886)
$ 92,355,505

Record opening OPEB liability per GASB Statement No. 75

Beginning net position, as restated

Beginning Net Position, Business-Type Activities

Beginning net position, as previously recorded
Eliminate prior year net OPEB liability

Record opening OPEB liability per GASB Statement No. 75
Beginning net position, as restated

Bedinning Net Position, Water and Sewers Fund
Beginning net position, as previously recorded

Eliminate prior year net OPEB liability
Record opening OPEB liability per GASB Statement No. 75

Beginning net position, as restated

Bedginning Net Position, Solid Waste Utility System Fund

Beginning net position, as previously recorded

Eliminate prior year net OPEB liability

Record opening OPEB liability per GASB Statement No. 75
Beginning net position, as restated

Beginning Net Position, Stormwater Utility System
Beginning net position, as previously recorded

Eliminate prior year net OPEB liability

Record opening OPEB liability per GASB Statement No. 75

Beginning net position, as restated
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(334,103,187)
$(325,830,568)

$112,176,387
13,293,303

(60,856,126)
$ 64,613,564

$ 147,394,706
$ 7,049,435

(29,536,210)
$124,907,931

$ (49,689,660)
$ 5,718,727

(27,398,524)
$ (71,369.457)

$ 14,471,341

$ 525,141
(3,921,392)

$ 11,075,000






NONMAJOR GOVERNMENTAL FUNDS

Debt Service Funds

Debt service funds are used to account for the resources accumulated and payments made for principal
and interest on long term general obligation debt of governmental funds.

Revenue Bond Series 2015A — The City of Hialeah’s Revenue Bond Series 2015A was created to account

for the principal and interest costs, which is funded by franchise fees.

CITT Surtax Transportation Debt Service — The City of Hialeah’s Debt Service Fund accounts for the
revenue bonds and related costs, which is funded by discretionary 2 cent sales tax.



NONMAJOR GOVERNMENTAL FUNDS

Capital Project Funds

Capital projects funds are used to account for the acquisition and construction of major capital facilities
other than those financed by proprietary fund and trust funds.

Garden of the Arts (GOB) Fund — This fund was established to account for revenues and expenditures
received from GOB to remodel a park with different cultural aspects located throughout the City.

Elderly Housing 300 Units Fund - This fund was established to account for revenues and expenditures
from the State of Florida Department of Economic Opportunity (“DEO”) grant for facility improvements to
four ( 4) City-owned elderly housing buildings containing (300) units of elderly-occupied affordable housing.

W. 76t St. from 28" to 31" Ave. MDC - (JPA) — This fund was established to account for revenues and
expenditures for funds received from Miami Dade County, Florida through a Joint Participation Agreement
(JPA) to construct road improvements to West 76 Avenue from 28 to 31t Avenue.

W. 24t Ave. & 76" ST. Drainage MDC — (JPA) — This fund was established to account for revenues and
expenditures for funds received from Miami Dade County, Florida through a Joint Participation Agreement
(JPA) to construct improvements to the drainage of West 24t Avenue t and West 76™. Street.

N.W. 971" Ave. Road Improvement Fund — (JPA) — This fund was established to account for revenues
and expenditures for funds received for funds from Miami Dade County, Florida through a Joint Participation
Agreement (JPA) to construct improvements to Northwest 97th Avenue from 154" Street to 170 Street.

HEA Charter School Expansion Fund - This fund was established to account for revenues and
expenditures for funds received from the State of Florida Department of Education and the City of Hialeah
Educational Academy for the charter school expansion project.

N.W. 142 St. Roadway Improvement Fund — (JPA) - This fund was established to account for revenues
and expenditures for funds received from Miami Dade County, Florida through a Joint Participation
Agreement (JPA) to construct roadway, water and sewer improvements to Northwest 142 Street from 97t
Avenue to 107" Avenue.

N.W. 102 Ave. from 138 St. to 145 PI. Fund — (JPA) - This fund was established to account for revenues
and expenditures for funds received from Miami Dade County, Florida through a Joint Participation
Agreement (JPA) to construct road improvements to Northwest 102" Avenue from 138" Street to 145t
Place.

W. 24" St. from 60" to 68" ST. MDC — (JPA) — This fund was established to account for revenues and
expenditures received from Miami Dade County, Florida through a Joint Participation Agreement (JPA) to
construct road improvements to West 24t Street from 60t to 68t Street.

Parks Project Fund - This fund was established to account for revenues and expenditures received from
GOB to remodel a various parks located throughout the City.



